RTO West
Ancillary Services M odel

A. I ntroduction.

The RTO West Ancillary Services Modd was devel oped based upon achieving the following
principles.

The Ancillary Services Modd will:

Saidfy the ancillary services requirements included in FERC Order 2000.

Provide Scheduling Coordinators arange of options that both meet their ancillary services
obligations and dlow Scheduling Coordinators to manage their ancillary services price risk.
Provide a mechanism for RTO West to meet the rdliability needs of the RTO West
Transmission System and Control Areathat are associated with the supply and deployment
of ancillary services resources.

Promote, to the extent feasible, afully competitive market for the procurement of ancillary
services.

Ensure that generation, imports, exports and demand-side resources can fully participatein
the sdf-supply of ancillary servicesand in RTO West's competitive ancillary services
procurement process.

Ensure that the Ancillary Services Modd is competible with the congestion management
modd.

B. Description of the Model.

The provison of sufficient ancillary servicesis essentid to the reliable and secure operation of
the RTO West Transmisson System and Control Area. The ancillary servicesin the RTO West
Ancillary Services Modd include those listed in FERC Order 888 as the minimum required services and
severa additiona services pecific to the RTO West Ancillary Services Modd as described below.
RTO West has the respongbility to ensure that arrangements for sufficient ancillary services for the RTO
West Transmission System and Control Areaare made and that ancillary service resources are
deployed in amanner that meets dl rdlevant rdiability criteria. To meet its responsibility RTO West will
determine the amount and location of ancillary services required both on an aggregate and Scheduling
Coordinator bass. Scheduling Coordinators will have the ultimate commercid respongbility for the
ancillary services associated with their use of the RTO West Transmisson System.  Scheduling
Coordinators will have the option to fulfill this responghbility by supplying many of their own ancillary
sarvices, procuring them from RTO West or through a combination of saf-supply and procurement.

For ancillary servicesthat are sdf-supplied, the Scheduling Coordinator will receive credit for supplying
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the services. RTO West will serve as the provider of last resort for ancillary services and will make the
necessary arrangements for ancillary services that are not self-supplied by Scheduling Coordinators. In
generd, the cogt of ancillary services provided by RTO West will be dlocated to Scheduling
Coordinators who did not self-supply their ancillary services.

RTO West will caculate the required amounts and locations of ancillary servicesfor each
Scheduling Coordinator using technicd operating and riability criteria The formulaused by RTO
West to calculate these requirements will be available to Scheduling Coordinators so they can caculate
ther ancillary services requirements prior to developing their daily operating plans and schedules. The
ancillary services caculated by RTO West will be the basis for Scheduling Coordinators to self-supply
or pay for services provided by RTO West. A combination of direct control and indirect control will be
exercised by the RTO West control center over resources providing Interconnected Operations
Services' for ancillary services as determined to be appropriate by RTO West. As described below,
RTO West will fogter the development of competitive markets for certain ancillary services and will
ensure that scheduling coordinators have access to a red-time balancing market.

Scheduling Coordinators will have two options to sdf-supply, referred to as self-tracking and
sdf-provison, as described in more detail below. In both of these sdlf-supply options, Scheduling
Coordinators must satisfy RTO West' s technical requirements for these options to receive credit for
sf-supplying certain ancillary services RTO West will dlow dl scheduling coordinators to meet thelir
commercid respongbility for ancillary services by self-providing certain ancillary services, and/or by
sdf-tracking for certain ancillary services.

The two sdf-supply options and the procurement option that are available to Scheduling
Coordinators provide arange of options to Scheduling Coordinators to manage the potentia price risk
associated with meeting their ancillary services obligations.  Scheduling Coordinators who have an
interest in hedging againgt the potertid for volatile ancillary services prices in short-term markets can do
50 by using the salf-supply (either sdf-tracking and/or self-provison) option. These optionsdlow a
Scheduling Coordinator to use its own generation/demand-side resources or make forward
arrangements with others to use their resources to self-supply to meet the Scheduling Coordinator’s
ancillary services obligations and thus avoid the need to procure these services from RTO West. Those
Scheduling Coordinators who are not interested in making longer-term arrangements or using their own

! | nterconnected Operations Services refers to services provided by Scheduling Coordinators to
RTO West within a conceptual framework developed by NERC and contained in its Interconnected
Operations Services Reference Document. RTO West will deploy Interconnected Operations Services
under normal operating conditions through interactions with the responsible Scheduling Coordinator’s
control center personnel and control equipment. In the event of an emergency, RTO West will have the
authority to deploy resources through interaction with personnel and control equipment at the resource site.
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generation or contracts to self-supply can meet their ancillary services obligations by procuring them
through RTO West' s day-ahead procurement process.

The RTO West Ancillary Services Modd described in this exhibit is expected to be refined as
more detailed design work is completed. It represents a conceptua modd for the initid approach to
fulfilling RTO Wedt's provider of last resort function for ancillary services. It dso represents a sarting
point from which the RTO ancillary services function can evolve over time to address the changing
needs of the RTO West ancillary services market and the Scheduling Coordinators participating in that
market.

C. RTO West Ancillary Services.

RTO West shdl provideto dl users of the RTO West Transmission System the ahility to
provide, salf-supply or purchase the ancillary services listed below.? The description below incdludes a
description of the service provided by RTO West to Scheduling Coordinators and a description of the
I nterconnected Operations Services Scheduling Coordinators provide to RTO West.

C.1. Regulation and Frequency Response.

As provided by RTO West to Scheduling Coordinators, Regulation and Frequency Response
Service provides for sufficient generation capacity and the coordinated adjustment by RTO West of
such generation capacity on a second-by-second basisin red time to continuoudy baance generation
and demand in the RTO West Control Area, thereby maintaining Area Control Error, system frequency
and interchange with non-RTO West control areas within acceptable limits.

As provided by Scheduling Coordinators to RTO West as an Interconnected Operations
Service, Regulation and Frequency Response Service is the provison of automatic generation control of
agenerator’s output that RTO West can use for baancing generation and demand in the RTO West
Control Area.

2 Within the RTO West Ancillary Services Model, a Scheduling Coordinator may (1) provide
Interconnected Operations Services to RTO West as a result of successfully bidding into RTO West's
auction, (2) self-supply by either self-tracking or self-providing or a combination of the two or (3) purchase
one or more ancillary services from RTO West. Under the “provide’ and “self-provide” options, the
Scheduling Coordinator makes a generation, export, import or demand-side resource available to RTO
West for its deployment. Such resources are referred to as Interconnected Operations Services. The
s f-provide and saf-track options apply to certain Interconnected Operations Services or ancillary
services as described in thisModel. In the purchase option, RTO West is providing a service to
Scheduling Coordinators that is based upon the coordinated operation of one or more Interconnected
Operations Services.
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C.2. Load Fdlowing Up.

As provided by RTO West to Scheduling Coordinators, Load Following Up Service provides
for sufficient generation, import and/or demand-side resources and the coordinated adjustment by RTO
West of such resources on aminute-by-minute basisin red timein response to net increases in demand
or decreases in generation in the RTO West Control Area.

As provided by Scheduling Coordinators to RTO West as an Interconnected Operations
Service, Load Following Up Serviceisthe provison of generation, import or demand-side resources
that RTO West can use on a minute-by-minute basisin red timein response to net increases in demand
or decreases in generation in the RTO West Control Area.

C.3. Load Following Down.

As provided by RTO West to Scheduling Coordinators, Load Following Down Service
provides for sufficient generation, export and/or demand-side resources and the coordinated adjustment
by RTO West of such resources on a minute-to-minute basisin red time in response to net decreasesin
demand or increasesin generation in the RTO West Control Area.

As provided by Scheduling Coordinatorsto RTO West as an Interconnected Operations
Service, Load Following Down Service is the provision of generation, export or demand-side resources
that RTO West can use on aminute-by-minute basisin red time in response to net decreases in demand
or increases in generation in the RTO West Control Area.

C.4. Spinning Resarve®

As provided by RTO West to Scheduling Coordinators, Spinning Reserve Service provides for
sufficient unloaded generation capacity synchronized to the grid and the coordinated adjustment by
RTO West of such resourcesin redl time in response to |0ss- of-resource contingencies in the RTO
West Control Area

As provided by Scheduling Coordinators to RTO West as an Interconnected Operations
Service, Spinning Reserve Sarviceis the provison of unloaded generation or import resource
synchronized to the system that RTO West can usein red time in response to loss-of-resource
contingenciesin the RTO West Control Area

® The RTO West Ancillary Services Model should allow demand-side resources with the ability to
respond to underfrequency to provide Spinning Reserve Interconnected Operations Services to the extent
they meet the RTO West technical requirements for this Interconnected Operations Services.
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C.5. NonSpinning Reserve.*

As provided by RTO West to Scheduling Coordinators, Non-Spinning Reserve Service
provides for sufficient generation that may or may not have been synchronized to the RTO West
transmission facilities prior to RTO Wedt's dispaich ingtructions and/or demand-side resources and the
coordinated adjustment by RTO West of such resources in red-time in response to loss- of-resource
contingenciesin the RTO West Control Area.

As provided by Scheduling Coordinators to RTO West as an Interconnected Operations
Service, NonSpinning Reserve Sarviceis the provison of unloaded generation or import resources that
may or may not be synchronized prior to dispatch or a demand-side resource that RTO West can usein
redl time in response to |0ss- of-resource contingencies in the RTO West Control Area

C.6. Replacement Resarve.

As provided by RTO West to Scheduling Coordinators, Replacement Reserve Service
provides for sufficient generation, import and/or demand resources and the coordinated adjustment by
RTO West of such resources that can be made available to RTO West on 60-minutes notice to enable
RTO West to maintain adequate reservesin RTO West's Control Area.

As provided by Scheduling Coordinators to RTO West as an Interconnected Operations
Service, Replacement Reserve Sarviceisthe provison of an unloaded generation or import resource
that may or may not be synchronized prior to dispatch or a demand-side resource that RTO West can
use within a 60-minute period in order to maintain adequate reservesin the RTO West Control Area

C.7. Congestion Redispatch.

As provided by RTO West to Scheduling Coordinators, Congestion Redispatch Service
provides for sufficient generation, import/export and/or demand- side resources and the scheduling by
RTO West of such resources during RTO West’s Day- Ahead Scheduling Process or RTO West's
Schedule Adjustment Process to enable RTO West to diminate transmission congestion on the RTO
West Transmisson System prior to red time congstent with the congestion management model
described dsawhere in thisfiling.

* The RTO West Ancillary Services Model should allow the potential for use of an
underfrequency |oad-shedding resource for non-spinning reserves to the extent they meet the RTO West
technical requirements for this Interconnected Operations Services.
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As provided by Scheduling Coordinators to RTO West as an Interconnected Operations
Service, Congestion Redispatch Serviceis the provison of generation, import/export or demand-side
resources whaose schedules can be readjusted by RTO West as a part of congestion management during
the RTO West Day-Ahead Scheduling Process and the RTO West Schedule Adjustment Processin
order to diminate transmisson congestion on the RTO West Transmisson System prior to redl time.

C.8. Supplementd Enerqy.

As provided by Scheduling Coordinators to RTO West as an Interconnected Operations
Service, Supplementa Energy Serviceisthe provison of digpatchable energy from generation, imports
or demand-side resources that RTO West can use in conjunction with other Interconnected Operations
Servicesto provide Baancing Energy Service or iminate congestion on the RTO West Transmission
Syseminred time.

C.9. Bdancing Energy.

As provided by RTO West to Scheduling Coordinators, Baancing Energy Serviceisthe
coordinated use of severd Interconnected Operations Servicesin red time to manage energy baances
in the RTO West Control Areaand to enable RTO West to comply with NERC and WSCC control
area performance standards. The Interconnected Operations Services coordinated to provide this
sarvice include Regulation and Frequency Response Service, Load Following Up Service, Load
Following Down Service, Replacement Reserve Service, and Supplemental Energy Service resources
and, to alimited extent, Spinning Reserve Service and Non Spinning Reserve Service resources (for the
period of time during which these two types of resources are dispatched in response to a contingency).

The amount of balancing energy service provided to each Scheduling Coordinator will be
determined over a standardized period, for example, a 10-minute period. During each such period,
RTO West could provide an Scheduling Coordinator with a positive, negative or no-ba ance energy
sarvice.

C.10. Voltage Support.®

As provided by RTO West to Scheduling Coordinators, Voltage Support Service isthe
coordinated scheduling by RTO West of generation and other resources to maintain transmission
voltages within acceptable limits throughout the RTO West Transmisson System

> The requirements for generators and other resources to provide for the supply of the voltage
support Interconnected Operations Services and the form of compensation, if any, have yet to be
devel oped.
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As provided by Scheduling Coordinators to RTO West as an Interconnected Operations
Service, Voltage Support Serviceisthe provision of generation or other resources that are capable of
delivering or absorbing reactive power that RTO West can use for the purpose of maintaining
trangmisson system voltages within acceptable limits throughout the RTO West Transmisson System.

C.11. Black Start.

As provided by RTO West to Scheduling Coordinators, Black Start Service is the procurement
by RTO We<t, and the digpatch by RTO West pursuant to emergency restoration plans, of generation
resources that are capable of self-garting without support from the RTO West Transmisson Sysemiin
the event of awidespread blackout, in order to restore the RTO West Transmission System to a secure
operating Sate.

As provided by Scheduling Coordinatorsto RTO West as an Interconnected Operations
Service, Black Start Service isthe provision of generation resources that is capable of sdf-garting
without support from the RTO West Transmission System for use by RTO West to restore the RTO
West Transmission System to a secure operating State in the event of awidespread blackout.

C.12. Scheduling and Dispatch

As provided by RTO West to Scheduling Coordinators, Scheduling and Dispatch are RTO
West's (1) receipt, validation, coordination, adjustment and acceptance of scheduling information from
Scheduling Coordinators in order to develop a secure RTO West transmission facility and (2)
monitoring, control and redispatch of transmission and generation resources to operate the RTO West
Transmisson System within goplicable rdiability criteria, including the coordination of Interconnected
Operations Services used to provide ancillary services.

D. Demand-Side Participation in Ancillary Services Modedl.

The RTO West Ancillary Services Mode supports the participation of demand-side resources
in dl agpects of ancillary services, including participation in sdf-tracking, saf-provison and participation
in RTO West' s comptitive Interconnected Operations Services procurement process. Fully utilizing
demand-dde resourcesis criticad to the efficient operation of markets in the Western Interconnection.

In addition, the inclusion of demand-side resources not only increases the depth of competition for
| nterconnected Operations Services, but aso contributes to mitigating potential market power.

RTO West' s technica requirements for each Interconnected Operations Service and for self-
tracking and sdf- provision shal be developed to dlow, to the extent feasible, full participation of
demand-side resources. Once in place, these technica requirements will be uniformly applied to dll
resources (generation, demand-side and import/export resources) and will include, as appropriate to
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each Interconnected Operations Service, the requirements for RTO West to have control or “dispatch”
of these facilities.

E. Self-Provison/Self-Tracking of Ancillary Services.

Scheduling Coordinators will be alowed to satisfy certain of their ancillary services obligations
by sdf-providing resources capable of meeting RTO West' s ancillary services requirements or by sdif-
tracking.

E.l. Sdf Provison

“Sdf-provison” means that Scheduling Coordinators provide the Interconnected Operations
Services for Regulation and Frequency Response Service, Load Following (Up and Down) Services,
Spinning Reserve Service, Non Spinning Reserve Service and/or Replacement Reserve Service. Sdif-
provision of these Interconnected Operations Services exempts the Scheduling Coordinators from
paying RTO West charges for procurement of the quantity and type of services that were sdf-provided.
Sdf-provided Interconnected Operations Services resources will be deployed for communa use by
RTO Wes, and not for the Scheduling Coordinators specific contingencies and imbalances.
Scheduling Coordinators must demongtrate the cagpability of their salf-provided resourcesto perform
these functions.

A Scheduling Coordinator may self-provide ancillary services using resources for which the
Scheduling Coordinator isits own Scheduling Coordinator, or using resources provided by another
Scheduling Coordinator through an inter- Scheduling Coordinator trade of ancillary services. RTO West
must have previoudy certified such resources as capable of providing the designated ancillary service(s).

E.2. Sdf-Tracking.

“ Self-tracking” means that Scheduling Coordinators use their own resources or resources under
contract to meet their needs for Regulation and Frequency Response Service and Load Following (Up
and Down) Servicesin order to be exempt from dl or a part of RTO West charges for those services.
Sdf-tracking Scheduling Coordinators must demondtrate their cgpability to match generation and loads
over an RTO West-defined time period before receaiving certification for sdf-tracking. A Scheduling
Coordinator that has chosen sdlf-tracking can choose to sdlf-provide the other ancillary services or
acquire them through the RTO West ancillary services procurement process. Scheduling Coordinators
who choose to self-track are responsible for congestion charges associated with the use of their
resources for saf-tracking. To the extent the Scheduling Coordinator has provided Catalogued
Transmisson Rights or Financid Transmission Options, these charges will be offset by the credit
asociated with the Catdogued Transmisson Rights or Financid Transmission Options as described in
the RTO West Congestion Management Moddl.
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E.3. Limited Sdf-Provison

In the event that one or more Scheduling Coordinators are interested in sdf- providing their
reserve requirements for deployment for only the participating Scheduling Coordinators contingencies
(and not for communa deployment) RTO West will work to accommodate such a reserve mechanism.
Participating Scheduling Coordinators will bear the cost of implementing such an arrangement.

E.4. Right to Audit and Pendize. RTO West will audit the performance of Scheduling
Coordinators that self-provide or sdlf-track. In the event that the Scheduling Coordinator falsto
perform to RTO West-established standards, RTO West may pendize the Scheduling Coordinator for
lack of performance.

E5. RTOWeds Sole Provider. RTO West will be the sole provider of Scheduling and
Digpatch, Congestion Redispatch and Black Start services to Scheduling Coordinators.

F. Transmission I mplications Associated with Ancillary Services.

RTO Weg, asapart of its provider of last resort respongbility, will ensure that arrangements
are made by the end of the day-ahead scheduling process for sufficient resources (generation,
import/export and demand-side) and the necessary transmission to be available to meet the RTO West
ancillary services requirements in accordance with al gpplicable rdiability criteria. RTO West will do so
by (1) developing technica requirements for Scheduling Coordinators that delineate the scheduling and
transmission requirements associated with ancillary services for each of the ancillary services options
(procure, sdf-track and self-provide), (2) monitoring for the proper implementation of these technica
requirements by Scheduling Coordinatorsin the day-ahead scheduling process and (3) arranging for the
remaining transmission necessary to meet the RTO West ancillary services requirements in the day-
ahead scheduling process and redl-time process.

The collective consequences of these actionswill be that locationa prices will reflect the
transmission arrangements made by Scheduling Coordinators and RTO West for ddivery of ancillary
sarvices. The locationa prices will be gpplied on a nondiscriminatory basis to develop the congestion
management charges for each Scheduling Coordinator. To the extent that a Scheduling Coordinator has
provided Catalogued Transmission Rights or Financid Transmission Options for ancillary services, these
charges will be offset by the credit associated with the Catdogued Transmission Rights or Financid
Transmission Options as described in the RTO West Congestion Management Model. The locationa
priceswill be used in the RTO West settlement processes.
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G. Technical Requirementsfor Interconnected Operations Services Provision, Self-
Tracking and Self-Provision.

RTO West shdl develop the technica requirements associated with the provision of
| nterconnected Operations Servicesto RTO West and for sdlf-provison and sdf-tracking. These
requirements, which will include, but not be limited to, equipment and control requirements and
performance requirements, will be developed on a congstent technica and commercid basis that will
not be unduly discriminatory.

H. RTO West as Provider of Last Resort.

RTO West shdl, asaprovider of last resort of ancillary services, make certain that the ancillary
sarvices it determines are required for the religble operation of the RTO West Tranamisson System are
provided for. In the event that the saf-supplied ancillary services are not sufficient to meet the
aggregate ancillary services requirements RTO West determines are necessary, RTO West will take the
necessary stepsto arrange for the remaining required ancillary services. Scheduling Coordinators that
do not sdf-supply their ancillary service obligations as determined by RTO West will be obligated to
pay for RTO West's cost of arranging for those services. The RTO West Tariff shdl contain service
schedules detailing the charges for dl ancillary services that it provides.

Except as noted below, RTO West will acquire the resources needed to provide ancillary
services through an auction or other competitive procurement mechanism based upon voluntary market-
based bids for Interconnected Operations Services supplied by Scheduling Coordinators. RTO West
may use mechanisms of a short-term nature (€.9., day-ahead to hour-ahead) as well as mechanisms of a
longer term nature up to one year in duration. RTO West shdl use these mechanismsto minimize the
costs of fulfilling its provider of last resort function. RTO West will ensure thet its use of the ancillary
services market isfully trangparent. In generd, the ancillary services procured through this market
process will be the basis for capacity and energy charges under the ancillary services portion of the tariff
as more fully described below. RTO West will aso facilitate Scheduling Coordinators posting of their
I nterconnected Operations Services resources over alonger time framein order to encourage the
development of the markets for self-provided ancillary services.

H.1. Cos Recovery and Chargesfor Ancillary Services.

RTO West will recover the cost of the various ancillary servicesit provides asfollows:

H.1l.a. For Scheduling and Dispatch, Black Start Service, and Voltage Support
Service, the cogt of providing these services will be borne by al Scheduling Coordinators through a yet
to be developed alocation mechanism. (These services cannot be self-supplied.)
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H.1.b. For Baancing Energy Service, the cost will be borne by the Scheduling
Coordinators who are determined in the RTO West settlement process to have had an energy
imbaance.

H.1.c. For Congestion Redispatch Service, the cost of this service will be borne by
those who have an obligation to pay for RTO West redispatch as outlined in the Congestion
Management Modd described e sewherein thisfiling.

H.1.d. For Regulation and Frequency Response Services, and Load Following (Up
and Down) Services, cost recovery will be handled as follows:

H.1.d.(i) Scheduling Coordinators who self-track will receive some
credit for these services.

H.1.d.(ii) Scheduling Coordinators that self-provide will receive a credit
for the services they sdf-provide.

H.1.d.(iii) Scheduling Coordinators that did not sdf-track or salf-provide
for these services will bear the cost of RTO West' s providing these services.

H.1l.e. For Spinning Reserve and Non-Spinning Reserve Services, Scheduling
Coordinators that self-provide will receive a credit for the services they sdlf-provide, while Scheduling
Coordinators that did not self-provide will bear the cost of RTO West providing these services.

Each Scheduling Coordinator shall pay RTO West for any portion of that Scheduling
Coordinator’s ancillary services obligations that the Scheduling Coordinator does not meet through sdif-
provison or sef-tracking. RTO West shdl bill each Scheduling Coordinator for the Scheduling
Coordinator's net obligations in two stages.

a In the first stage, the Scheduling Coordinator shall be charged as part of the
daily settlement process based on data included in the Scheduling Coordinator’s
schedule.

b. In the second stage, RTO West shal settle with Scheduling Coordinators based
on actual meter data, as part of the find (e.g., weekly or monthly) settlement
process.

H.2. Temof RTO West Sdes of Ancillary Sarvices.
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RTO West shdll provide ancillary services only on a prescheduled day-ahead or hour-ahead
basis unless there exists no competitive market for Interconnected Operations Services, in which case
RTO West may provide ancillary services for periods longer than one day.

I ncentives/Penalties.

The RTO West Ancillary Services Modd includes severd incentive mechanisms to encourage
Scheduling Coordinators to schedule and operate in amanner that supports reliable system operation
and avoids shifting costs to other Scheduling Coordinators. Included are incentivesto (1) discourage
excessive reliance on the RTO West energy imbalance market, (2) encourage accurate and complete
scheduling of dl load in the day-ahead market, (3) ensure that generation and demand-side resources
sdf-provided or sold to RTO West for ancillary services are fully functiona when caled upon by RTO
West and (4) ensure that self-tracking and self- provision resources meet RTO West' stechnica
requirements for these self-supply options.

[.1. Energy Imbaance Pendlties.

Scheduling Coordinators shdl be assessed energy imbaance pendties for incurring energy
imbalances (either pogitive or negative) that exceed a*reasonable use’ threshold. The determination of
energy imbaance pendties will be assessed after Scheduling Coordinators have had an opportunity to
trade hourly imbaance obligations with other Scheduling Coordinators after the fact. The energy
imbalance pendlties and ahility to trade imbalances after the fact shall be designed to discourage
Scheduling Coordinators from overrdiance on RTO West's provision of balancing energy to balance
their loads and resources.

[.2. Load Scheduling Pendties.

Scheduling Coordinators shal be assessed |oad scheduling deviation pendties for sgnificantly
underscheduling or overscheduling their demand during the day-ahead scheduling process. The load
scheduling deviation pendty shdl be determined on an hourly basis, and shdl be designed to encourage
Scheduling Coordinators to provide RTO West with reasonably accurate forecasts of demand.

[.3. Pendties and Charges for Failure To Parform

Scheduling Coordinators who sell or salf-provide generation or demand-side resourcesto RTO
West will be pendized if those resources fail to perform or are not available to perform to meet RTO
Wedt's technica specifications for the ancillary service. Such pendties will be in addition to the charge
made to the Scheduling Coordinator for the cost of arranging a replacement for the service not
provided.
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Scheduling Coordinators who choose to self-track will be pendized if they fall to operate their
resources in amanner that maintains their energy imbaance within an acceptable tolerance band. Such
pendties will bein addition to the charge made to the Scheduling Coordinator for the cost of providing a
replacement for the service not provided.

J. Fostering a Competitive Ancillary Services Market.

It is consdered essentia to the efficient operation of markets within the RTO West Control
Areafor RTO West to facilitate the development and use of competitive mechanisms for the supply of
Interconnected Operations Services. RTO West will foster the development of competitive markets
and market mechanisms for forward ancillary services products that would be available to RTO West
aswdl as Scheduling Coordinators who want to manage the price risk associated with meeting their
ancillary services obligations. To thisend, RTO West will utilize competitive procurement processes, to
the extent possible, to implement its provider of last resort procurement requirements. For certain
I nterconnected Operations Services, for example, Black Start and V oltage Support Services, the
competitive process may require longer-term arrangements of up to Sx monthsin length. For the
magority of the Interconnected Operations Services, it is expected that RTO West will procure the
I nterconnected Operations Services needed to fulfill its provider of last resort respongbility using
mechanisms with arange of time frames, from the day-ahead scheduling/schedule adjustment process
up to one year forward.

K. Initial RTO West Operations Period.

For the firgt 12 months following the Transmisson Service Commencement Date, RTO West
shdl have the right to obtain Interconnected Operations Services from each Participating Transmission
Owner as are needed to supply the type and amount of ancillary services provided by the PTO over the
12 months prior to the Tranamission Service Commencement Date. The obligation to provide these
I nterconnected Operations Services may be terminated earlier than 12 months for one or more
I nterconnected Operations Services if RTO West determines that there exists afully competitive market
for the Interconnected Operations Services.
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L. Mitigation of Market Power for Ancillary Services.

RTO West will serve asthe provider of last resort of al required ancillary services. RTO West
will promote the development of competitive markets for ancillary services whenever feasible, as
required by Order 2000. Scheduling Coordinators will be able to purchase necessary ancillary
services, except for Scheduling and Dispatch Service, from certified suppliers other than RTO West.
To further mitigate potentid market power, Scheduling Coordinators may ether (1) “sdf-provide’ such
ancillary services by deploying and making resource capacity available to RTO West for communa use
or (2) “sdf-track” their needs for ancillary services by matching their own resources to their own
specific needs. Both the slf-provison and sdf-tracking options offset or diminate RTO West Ancillary
Service charges. Furthermore, RTO West will facilitate full participation of demand-sde resourcesin dl
agpects of the Ancillary Services Model as away of mitigating potential market power.

The Market Monitoring Unit will monitor the performance of the ancillary services market for
the purposes of detecting market design deficiencies or market power issues.
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